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Abstract--Related to PGN’s plan to invest in 
Floating Storage and Regasification Unit (FSRU) in 
Belawan, Medan, Budget Division of PGN needs an 
efficient financing strategy. Based on PGN’s 
financial condition in 2010, four scenario of 
financing strategy were analyzed. The four financing 
strategy are carried out by issuing right, issuing 
corporate bond, combination of issuing right and 
utilizing company’s liquid assets, and combination 
between issuing corporate bond and utilizing 
company’s liquid asset. Each scenario is analyzed by 
computing its WACC and assessing NPV, IRR and 
payback period based on the calculated WACC. 
Along with that, the opportunity costs, securities 
issuance costs, and its effect to company’s liquidity 
are also assessed. The recommended solution is to 
issue corporate bond and utilizing excess liquidity, 
since this strategy has the highest NPV, no 
opportunity cost in issuing undervalued stock, short 
period of debt repayment, and relatively acceptable 
effect on company liquidity. Another part of the 
report is the risk management strategy for the 
project. The risk management is mainly mitigating 
the funding liquidity risk, and the market risk of 
interest rate, foreign currency and natural gas price. 
The implementation plan will discuss about the 
project management in corporate bond issuance and 
liquidity allocation for project financingand risk 
management. 
 
Keywords: Financing strategy, FSRU, Right issue, 
Corporate bond issue, WACC. 
 
I. INTRODUCTION 
 
The topic of this paper is obtained due an 
assignment at Perusahaan Gas Negara. Even 
though the assignment is not related to the 
discussion on this paper, it gives me the bird 
view on how PGN carries out its business as 
usual. 
 
PT Perusahaan Gas Negara (Persero), Tbk, 
better known by the abbreviations PGN or 
PGAS as naming for the stock, is a state-owned 
enterprise that was established to distribute gas 
from oil and gas exploitation areas to users in 
industrial zones, and even to residential areas. 
 
Due to the increasing competition nature in 
Indonesia’s gas industry, PGN has decided to 
expand its business to both upstream and 
downstream of its business value chain. In order 
to manage this issue, the directors of PGN have 
decided to accelerate the research and 
technology development in PGN. These research 
and development activities are expected to be 
the start-ups for PGN business expansions.  
 
When PGN was founded, its core business was 
the distribution of gas to residential areas. In line 
with the times, gas distribution and gas 
transportation now form the core of PGN’s 
business. The Company’s operational area 
currently covers almost all of western and 
eastern of Java and northern of Sumatera and 
will soon extend throughout the entire territory 
of Indonesia. 
 
As the competition developed, PGN has to 
diversify its business. One of the diversification 
initiative is to procure Floating Storage and 
Regasification Unit (FSRU) in Jakarta Bay and 
Belawan, Medan. As FSRU in Jakarta Bay is a 
joint operation with PLN, FSRU Belawan is 
going to be PGN’s investment. 
 
The Budget Division of PGN is responsible for 
managing the financing process of FSRU 
Belawan project. This paper is a 
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To understand which scenario is the most 
economically reasonable for PGN, there are four 
factors to examine in each scenario. They are (1) 
WACC and corporate capital structure after the 
change of amount on debt and equity due to 
project financing needs, (2)the affect of liquidity 
and its effect to PGN’s liquidity ratios, (3) 
Issuance cost on issuing certain volume of 
securities instruments (stocks or bonds), (4) 
Cashflow sufficiency in repaying corporate debt 
while carrying out the FSRU Belawan project, 
and (5) Opportunity cost for issuing undervalued 
stocks.  
 
The capital infusion from equity or debt affects 
PGN’s capital structure. Funding addition from 
equity side increases the value of optimum point 
at capital structure and the WACC, whereas 
funding addition from debt side decreases the 
optimum point in the capital structure and the 
WACC. Table 1 shows the results on the 
optimum point at the capital structure and the 
WACC shifts.. 
 
Table 2. Optimum Capital Structure and WACC for each 
scenario 
 
  
Scenar
io 1 
(E) 
Scenar
io 2 
(D) 
Scenar
io 3 
(A+E) 
Scenar
io 4 
(A+D) 
Optimu
m 
13.89
% 
12.83
% 
13.45
%
13.32
%
WACC 14.00% 
13.28
% 
13.59
%
13.46
%
 
Excess liquid asset is allocated for Scenario 2, 3 
and 4. Scenario 1 does not requires utilization 
from liquid asset since all the financing will be 
satisfied by issuing right. In Scenario 2 the 
financing is will be satisfied by issuing 
corporate bond, However, the liquidity is still 
needed for the first three year since the operation 
is not established to repay the annual interest 
rate. In Scenario 3 and 4, PGN’s excess liquidity 
is fully-utilized, the rest of financing need is 
then satisfied by issuing rights and corporate 
bonds. 
 
Table 3. Liquidity changes due to excess liquidity 
utilization 
  Scenario 1 (E) 
Scenar
io 2 (D) 
Scenar
io 3 
(A+E) 
Scenar
io 4 
(A+D) 
Curre
nt 
ratio 
range 
3.24 to 
3.38 
2.51 to 
2.65 
2.51 to 
2.65 
2.51 to 
2.65 
 
According to Thompson Finance (2009), the 
issuance costs for stocks is higher than bonds. 
With this reference the issuance cost on each 
scenario is calculated. The results are presented 
by Table  4. 
 
Table 4. Securities instrumemts issuance costs 
 
  
Scenari
o 1 (E) 
Scenar
io 2 
(D) 
Scenar
io 3 
(A+E) 
Scenar
io 4 
(A+D) 
Issuan
ce 
costs 
163.63
Bn.
28.02B
n. 
32.10B
n. 
2.31Bn
.
 
The calculation on opportunity cost from issuing 
undervalued stocks discovered that Scenario 1 
resulted opportunity cost of Rp. 
1,885,450,637,000, whereas Scenario 3 resulted 
opportunity cost of Rp. 610,001,653,759. 
 
The calculation on cashflow sufficiency is 
carried out only for scenarios that issuing 
corporate bond as financing source, which is 
Scenario 2 and 4. In these scenarios, the cash 
used for principal and interest rate repayment is 
allocated from operation income of the project. 
The results in order to assure that there is no 
cashflow prolem during the operation, a 13-year 
repayment period is required for PGN to repay 
its debt in Scenario 2 and a 3-year repayment 
period is required in Scenario 4. 
 
Based on the new WACC and each corrected 
cashflows, the results on feasibility study are 
shown by table 5. 
 
Table 5. NPV, IRR and PBP with the new WACC 
 
Scena
rio 
Ana
lysis 
Scen
ario 
1 (E) 
Scen
ario 
2 (D) 
Scen
ario 
3 
(A+
E) 
Scen
ario 
4 
(A+
D) 
Optim
istic 
NP
V 
4,507
Bn.
4,982
Bn. 
4,767
Bn.
5,479
Bn.
IRR 35.91%
32.84
% 
35.91
%
34.01
%
PBP 6 year
7 
year 
6 
year
6 
year
Most-
likely 
NP
V 
2,942
Bn.
3,299
Bn. 
3,140
Bn.
3,849
Bn.
IRR 30.40%
26.99
% 
30.40
%
28.81
%
PBP 7 year
7 
year 
7 
year
7 
year
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“effective” status is estimated to be granted on 
22nd  of September 2015.  The offering phase is 
the phase where the bond issuer carries out its 
attempts in offering the bond to the market. The 
process consists of agreement establishment 
with the underwriter, prospectus distribution to 
the potential investors and Bappepam-LK, 
confirmation and allotment to the primary 
market, bond sales, and listing in the exchange. 
All the processes in the offering phase is 
estimated to take place from 22nd of September 
2015 to 3rd of December 2015. 
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